274    THE POLITICAL ECONOMY OF WAR

the year of the Revolution and of the Hungarian rising*
In 1862, after the war with France and Italy/ the debt
had doubled, and from 252 millions in that year, it rose
to 300 millions in 1868, largely as a result of the war
of 1866 with Prussia and Italy*   In 1887 the Austrian
debt* according to Fenn* was 388 millions* and the debt
of Hungary* chiefly for railways* was estimated at 148
millions*   Between 1866 and 1869 the financial diffi-
culties of the government led to a compulsory reduc-
tion of interest on the debt*   In the latter year the
Council  of   Foreign   Bondholders   in   London  took
action to expose the bad faith of the Austrian Govern-
ment*   and   the   London   Stock   Exchange   removed
Austrian securities from the official list*    In 1871 an
arrangement was come to by which some compensation
was given to Austrian bondholders* and Austrian and
Hungarian loans were again admitted to the London
Stock Exchange List*   For twenty years after  1887
the public debt of Austria remained  comparatively
stationary* though the provincial and municipal debt
rose rapidly*   In 1907 the Austrian debt was about 400
and the Hungarian about 198 millions sterling*   After
this* the Dual Monarchy began to participate in the
race of armaments and its finances fell into disorder*
Twice at least in these years there were costly mobilisa-
tions*   On the eve of the Great War* in midsummer
' 1914* the debt of Austria was probably over 530 millions
sterling* and that of Hungary about 240 millions sterling*
The kingdom of Italy dates from the Treaty of Villa-
franca (July 1859) which brought to a conclusion the first
war with Austria* In the following year the public debt
of the new kingdom was estimated at just under 100
millions sterling*   Unfortunately from the very start the